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COORDINATION OF PENSION PLANS 
WITH SOCIAL SECURITY PROVISIONS 


By M. B. FOLSOM 
Treasurer, Eastman Kodak Company 


The passage of the Social Security Act and its recent revision have led to a 
reappraisal of private industrial pension plans and to the establishment of 
many new plans to supplement the Federal program. In this study of indus- 
trial pension programs, Mr. Folsom describes methods of coordinating private 
plans with Social Security Act provisions and evaluates the types of plans 
now being adopted. 


F one had discussed industrial pensions only a few years ago, it 

would have first been necessary to establish that a company was 
justified in adopting a pension plan. It is now generally agreed by 
business executives and industrial relations men that an adequate 
pension plan is a good business investment. This is borne out by 
the experience of many companies which have had pension plans for 
a number of years, and also by the rapid increase in the adoption of 
plans during the past few years. 


We have no exact statistics as to the number of company pen- 
sion plans in this country, but it is estimated that there are over 900 
plans, an appreciable number of which have been inaugurated since 
the Social Security Act was passed. While these plans cover employees 
in many important companies and industries, they still cover prob- 
ably less than 20 per cent of the employees in industry. 


Companies in business for a number of years find that many of 
their employees reach retirement age without sufficient means of sup- 
port. Without a pension plan, an employer naturally hesitates to 
discharge an employee of long service and will probably keep him on 
the force after he has passed his period of usefulness. As a result of 
this practice, there is a pension cost which is not recognized as such 
but is buried among the other costs of the business., 


It has thus been found to be better business to retire such an 
employee and replace him with a younger and more efficient worker. 
An adequate pension plan has a stimulating effect upon the whole 
organization. It also adds to the reputation of the employer in the 
community and attracts more satisfactory employees. For these rea- 
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sons the cost of a pension plan is now generally regarded as a good 
business investment. 


Many predicted that the Social Security Act would cause the — 


discontinuance of private plans and that few new plans would be 
adopted. This was not the view, however, of those who really un- 
derstood pension plans, or of companies with experience in foreign 
countries. In the case of Eastman Kodak Company, we have had 
experience since 1928 with pension plans in this country and in sev- 
eral foreign countries with governmental plans. We had found that 
these governmental plans, while providing pensions which might give 
adequate subsistence to those in the lower income groups, were not 
adequate for the majority of employees. We had therefore adopted 
plans to supplement the governmental systems, and our experience 
had been satisfactory. 

The Kodak Company followed the same practice with our plan 
in this country when the Social Security Act became effective. We 
adjusted our plan so that the cost to the company remained prac- 
tically the same as before and the employee received the same benefits 
from the company contribution as he previously received, part coming 
from the Government and part from the insurance company. We 


‘have since 1936 adopted supplementary plans for several subsidiary 
companies. 


SUMMARY OF SOCIAL SECURITY REVISION 


Before we can describe the methods for coordinating private plans 
with the Social Security Act, and the types of plan now being adopted, 
it is necessary to summarize the old-age benefits provided under the 
revised Act. The basic philosophy back of the revision was to put 
the system on a social insurance basis rather than a private insurance 
basis. The attempt to put the original act on a private insurance 
basis resulted in the provision for the accumulation of a large reserve 
fund, and in a formula under which a worker would benefit rather 
closely in proportion to his contribution. It soon became evident, 
however, that this was not a satisfactory method of meeting the old- 
age problem. 

Under the revised plan, apparently no attempt will be made to 
build up a large reserve fund. Eventually the benefits will probably 
be financed from three-way contributions—payroll taxes on the em- 
ployer and on the employee, and from general revenues of the Gov- 
ernment. Business men are now quite pleased with holding the tax 
rates at 1 per cent instead of allowing them to increase to 114 per 
cent in 1940. They should realize, however, that the benefits under 
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the revised plan, as under the original plan, will ultimately cost some- 
what in excess of 10 per cent of the covered payroll. Looking for- 
ward 15 or 20 years from now, the receipts from the 3 per cent payroll 
tax on the employer and 3 per cent tax on the employee scheduled 
to be then in effect, will not be sufficient to meet the benefits. Addi- 
tional revenues will be needed from other sources. The present tax, 
however, will be sufficient to finance the cost for a few years. 

Under the revised plan the benefits become payable next year, and 
the benefits to be paid during the initial years will be increased con- 
siderably over the original plan. This increase is accomplished by 
using average wages as a base for computing the benefits rather than 
cumulative wages. 

A change was also made in the provision that additional benefits 
are to be paid to the worker who has a wife over 65. The lump-sum 
payments to estates of workers who die are considerably reduced under 
the revised plan, but provision is made for allowances to dependent 
children and widows with young children or over 65. ‘Thus consid- 
eration was given to the social needs. 

Summarized schedules of the benefits under the revised Act are 
readily available. 


INADEQUACY OF BENEFITS 


To present the problem simply and to show the effect of the 
revised Act upon private pension plans, let us take the case of a 
worker with the average monthly wage of $150. An employee 65 on 
January 1, 1940, if he has met the minimum requirements of six 
quarters of coverage, will receive the basic benefit of $30.90 a month. 
If he has a wife over 65, his benefit will be $46.35. In considering 
the effect upon a private plan, it is advisable to consider only the 
benefit which the single person at 65 will receive because provision 
must be made for him. If the worker is now 60 years old and his 
salary averages $150 to retirement age five years from now, he will 
receive $32.40. If he is now 50 years old and his salary continues 
at the same rate to age 65, he will be entitled to $35.40. 

If these benefits are expressed as percentage of average earnings, 
the $150-a-month worker who is now 65 will receive 20.6 per cent of 
his earnings; the worker who retires five years from now, 21.6 per cent; 
15 years from now, 23.6 per cent. The younger worker, for instance, 
the man who is 30 and who averages $150 for the next 35 years, would 
receive an annuity of about 27 per cent, but his wages would probably 
increase during the period before retirement and the benefits would 
probably not be much over 20 per cent of his final wages. 
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If we assumed average earnings of $125 a month, the benefits 
would range from 23 per cent for the man now 65 to 26 per cent for 
the man now 50. In the lower income groups the percentage of bene- 
fits may be above 40 per cent. In the higher wage-earning groups the 
percentage will be below 20 per cent. 


Since earnings of the great bulk of employees probably range 
between $100 and $150 a month, it is a pretty safe statement that the 
pensions provided under the Act will amount to between 20 and 30 
per cent of the wages of the typical worker. If he is married and 
his wife is 65 or over, the pension would be higher. While these 
benefits are considered adequate for a social insurance system, they 
will not solve the pension problem of the average industrial concern. 
Experience has shown that to be effective a pension plan should pro- 
vide not less than 40 per cent of the final pay, and preferably a higher 
percentage for those in the wage-earning group. If a company de- 
pends entirely upon the Social Security Act, some workers will be 
retired but there will be a tendency to keep many older workers too 
long. The Social Security benefits would more nearly meet the pen- 
sion problem of a company with a large proportion of its workers in 
the lower wage groups. 

It would therefore seem necessary to supplement the Federal plan 
with a private plan to provide more adequate pensions to the factory 
worker, 


SALARIED WORKERS 


Since the benefits under the Social Security Act are not computed 
on wages in excess of $3,000, the percentage of benefits to earnings 
is much lower for the salaried workers. For the $3,000 man the bene- 
fits will be around 17 to 18 per cent. In the higher salary group the 
percentage is much lower. For the salaried group the Social Security 
Act is therefore of little assistance, and it would thus be necessary, 
in any event, for a company to have a plan for this group. It has 
been found in practice that a pension plan is even more necessary for 
the salaried workers, including the highest executives, for the simple 
reason that the success of a company depends upon the decisions made 
by those in executive or key positions. 


Once it is decided to adopt a private pension plan to supplement 
the Social Security plan, the question arises as to the best type of 
plan. Prior to 1925 there were very few soundly financed pension 
plans in this country, and because of the increasing cost to companies 
which kept their plans on a current-cost basis, it was becoming in- 
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creasingly evident that pension plans should be put on an actuarially 
sound basis. The insurance companies then came into the field and 
offered group annuity contracts. Since 1930 the great majority of 
plans adopted have been insured plans. 

There are two general types of plans: (1) the matched dollar or 
money-purchase plan and (2) the fixed-benefit plan. Under the 
money-purchase plan the employee contributes a fixed amount of his 
salary and the employer matches this contribution. The benefits for 
each employee would be determined by what his contribution would 
buy at his particular age. Under the other plan, the benefits are 
fixed at a definite rate, generally in terms of per cent of salary for 
each year of service. The employee’s contribution is also fixed, and 
the employer pays the balance. The great majority of group annuity 
plans are on the fixed-benefit basis. 


THE MONEY-PURCHASE PLAN 


The arguments advanced for the money-purchase plan are that 
the employer and employee should contribute equally, and if the 
younger employee’s dollar will buy more than the older employee’s, 
he should be given benefits accordingly. It is also claimed that the 
employer will know exactly what his cost will be. 

The objection which has been raised to this plan is that a much 
larger part of the employer’s money would be used for the purchase 
of annuities for the younger employees who are many years away from 
retirement, and not enough for the older employees. The employer 
is naturally concerned now with the employees who are approaching 
retirement age, and under this plan the benefits to the older worker 
would be quite small, in fact too small to provide an adequate pen- 
sion. For instance, the employer’s contribution for the employee 20 
years old would provide almost five times as much annuity as for the 
man of 60, and it would thus be necessary for the employer to make 
a very large provision for the past service of the older employees. 

The benefits provided for each dollar of contribution rapidly 
diminish in the higher ages, and each year the employee’s contribu- 
tion buys less. If salary increases occur during the latter years, the 
amount of benefits will be lower in proportion to the final salary. 

Under most plans the employee who leaves does not receive credit 
for the employer’s contributions unless he has served a stated number 
of years—5, 10 or 15. Turnover among the younger employees is 
generally much higher than among older employees. If the employer 
has put money up on these employees and receives refunds when they 
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leave, the money has been unnecessarily tied up. If the plan were 
a liberal one and the employee of only short service would take with 
him a paid-up annuity based on the employer’s contribution, it would 
involve large additional cost to the employer and it would work to 
the detriment of the employee who stayed through to retirement. 


ADVANTAGES OF FIXED-BENEFIT PLAN 


A fixed-benefit plan would seem to meet more adequately the re- 
quirements of the typical company. Such a plan provides a definite 
annuity, say, of 1 or 2 per cent of salary for each year of service, and 
the worker can easily estimate the annuity he will receive. The same 
rates apply to everyone. It is true that very little of the employer's 
contribution will go to purchase annuities for the employee who is 
under 30 or 35, but if the younger employee stays on to retirement, 
the employer will contribute at least as much as the employee has 
contributed. The employee’s contribution, in the middle ages, will 
buy approximately the same as the employer’s contribution. For the 
older employees, the employer’s contribution will be higher than the 
employee’s, and in the upper ages, much higher. The plan will thus 
provide more adequate benefits to the worker who will be retired 
within the next 20 years. Thus the plan takes care of the older 
worker, about whom the employer is particularly concerned. The 
younger employee will always get full benefit for his own contribution, 
and if he stays long enough to receive a paid-up annuity for the em- 
ployer’s contribution, or if he stays through to retirement, he will 
receive benefits much more than his own contribution would buy. 

Since the Social Security Act was passed, fixed-benefit plans quite 
often provide that employees under 35 are not included, and thus 
the chief objection raised to this plan no longer holds, 

The prime purpose of a pension plan is to enable the employer 
to retire a worker after he has passed his period of usefulness. If the 
plan does nat provide adequate pensions at the start or during the 
early years, it will not serve this purpose. To provide adequate pen- 
sions, the cost in the long run would be about the same under either 
method. 


SHOULD PENSION PLANS BE UNDERWRITTEN? 


The question will also arise as to whether the plan should be 
underwritten by an insurance company, or whether the funds could 
not be handled by the company itself or turned over to a trustee. 
The fact that the great majority of plans adopted by large companies 
during the past 10 years have been underwritten by insurance com- 
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panies would indicate that employers generally feel that to safeguard 
the plan and protect the employees it is necessary to have the funds 
segregated from their business and handled by those who are expert 
in this field. ‘The insurance companies can be of considerable assis- 
tance in drafting the plan and adjusting it from time to time. If the 
company is very large, with considerable funds invested, a satisfac- 
tory arrangement could be worked out with a bank or trust company 
and a consulting actuary. 

Several different plans are now being offered by insurance com- 
panies to fit into the Federal old-age benefit plan. If a money-pur- 
chase plan should be determined upon, a typical plan is one in which 
the employee and employer would each contribute 2 per cent of the 
first $3,000 of earnings and 5 per cent of earnings over $3,000. Such 
contributions would provide adequate pensions for those in the 
younger ages but would not be adequate for those who are retiring 
within the next 15 or 20 years, and substantial additional payments 
by the employer would be necessary during the early years if adequate 
pensions were to be provided for these older workers. 

Before the Social Security Act was passed, a typical fixed-benefit 
plan provided for retirement at age 65 (generally at age 60 for 
women), with a benefit of 2 per cent of salary for each year of service 
in the future and a past service credit of 1 per cent of salary—or, if 
the company could afford it, 114 per cent for past service. Such a 
plan has been found to provide fairly adequate benefits. 


SUGGESTED PROGRAMS 


To obtain similar benefits in conjunction with the Federal old-age 
insurance plan, a plan which provided benefits of 1 per cent of salary 
up to $3,000 and 2 per cent of salary over $3,000, with a starting age 
of 35, would be adequate. Thus a man earning under $3,000 who 
had been with the company since age 35 would receive 30 per cent 
of average pay. (This, however, would probably be between 20 and 
25 per cent of final pay.) This together with the benefit he would 
receive under the Federal plan would probably produce an annuity 
of between 40 and 50 per cent. 

Commencing the plan at age 35 eliminates the difficulty of having 
a number of younger persons come in and out of the plan. This 
younger group, particularly girls, is naturally not so interested in con- 
tributing toward a pension plan. Such a plan also meets most of 
the objections raised against this type of plan by those who favor 
the money-purchase plan. | 
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A:second plan which might be used would be to have no benefits 
accrue under the private plan for the first $600 of earnings. The Fed- 
eral plan, in effect, provides 40 per cent of the first $600 of salary 
and 10 per cent between $600 and $3,000. Thus the private plan 
might start at $600 and provide a benefit of 114 per cent or 2 per cent 
on all pay above $600, or it might provide 114 per cent on the pay 
between $600 and $3,000 and 2 per cent on pay in excess of $3,000. 
Average results about the same as under the first plan could be ob- 
tained. If the funds of the company were not adequate for a com- 
plete plan, the plan could be limited to those earning, say, $1,800 or 
$2,400 and over. 


PAST-SERVICE CREDIT 


After the decision has been made as to the benefits for future 
service, the problem must be faced of providing benefits for past ser- 
vice and financing the cost of this accrued liability. If no credit is 
given for past service, the pension for employees retiring in the early 
years of the plan would be very small and for a long time the plan 
would not accomplish its purpose. This would not be serious if the 
company were young, but for a long-established company some credit 
should be given for past service. 

Fortunately, the Federal plan will greatly assist the company in 
meeting this accrued liability. In the case of the $150-a-month man, 
the Government plan finances the first $32.40 of monthly pension for 
the man who retires next year and an increasing amount for the man 
who retires in each of the following years. 

A frequent practice before the Social Security Act was to pro- 
vide a credit of 1 per cent of the salary at the start of the plan for 
each year of prior service. As wages had increased considerably prior 
to 1930, this generally meant 114 per cent of average pay. With the 
benefits accruing under the Social Security Act, credit could now be 
given at | per cent and only for service from age 35, instead of for 
all service. Or the plan might provide 1 per cent of the first $3,000 
and 11% per cent over $3,000. It is not necessary to pay the accrued 
liability in one sum, and it may be spread over a period of 10 to 20 
years. 


TYPICAL BENEFITS 


Assuming a company adopts a plan as of January 1, 1940, which 
would provide a past-service benefit of 1 per cent of salary on January 
1, 1940, for each year of service from age 35, and a future benefit of 
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1 per cent of pay for wages under $3,000 and 2 per cent for earnings 
over $3,000, a $150-a-month man would receive the following benefits: 

If he is 65 and has been with the company for at least 30 
years, the benefits under the company plan would be $45.00 (30 K 1% 
x $150); under the Federal plan, $32.40—or a combined pension of 
$77.40, or 51.6 per cent of his pay. The man who is now 55 and who 
came to the company prior to age 35 will also receive 30 per cent 
under the company plan, assuming his salary remains stationary until 
retirement—20 per cent for past service and 10 per cent for future 
service. He will thus end up with an annuity of $45.00, which to- 
gether with his pension under the Social Security Act will amount 
to $78.90, or 52.6 per cent of his salary. 


Almost everyone agrees now that it is sound industrial relations 
to finance the current cost of an annuity plan on a contributory basis, 
with the employee and employer sharing the cost equally. The em- 
ployees are generally divided into wage classes, and the monthly con- 
tributions for all employees in each class are the same amount. A 
plan providing benefits in the amount just indicated would involve 
contributions of about 2 per cent for those under $3,000 and 4.5 per 
cent for those over $3,000. 


COST TO EMPLOYER 


The cost of a plan to the employer depends on a number of fac- 
tors—not only the benefit formula and other provisions but also upon 
the relative number of men and women and the distribution as to 
age groups. 

An adequate plan providing for both past-service and future- 
service credits will probably cost the employer at least 5 per cent of 
the payroll, on the assumption that the past-service cost would be 
spread over a 20-year period. This would be in addition to the So- 
cial Security taxes. 


As stated at the outset, however, this cost should not be con- 
sidered as an additional expense. If no formal plan is adopted, some 
sort of a plan will eventually be followed, and once the practice is 
commenced of retiririg employees on pensions without a provision 
for financing, the cost in the future is apt to become prohibitive. If 
no plan is adopted and the workers are kept on after they have passed 
their period of usefulness, the cost is merely buried among other items. 


There are a number of other provisions which must be carefully 
considered in the formulation of a retirement annuity plan, such as 
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service qualification, the withdrawal and death benefits, options for 
dependent’s annuity, etc. Variations in these provisions also affect 
the cost. 


ADJUSTMENT PROCEDURE 


No attempt has been made to indicate what adjustments should 
be made in company plans already in force to coordinate them with 
the Social Security Act. The exact adjustment would depend upon 
the details of the plan, and very few plans are alike. In making the 
adjustment, the same principle can be followed, however, as indicated 
above for new plans. It might be necessary to make a distinction be- 
tween the benefits for employees who are already on the force and 
employees who are to be added in the future. The plan which in 
the past has provided a future-service credit at 2 per cent could be 
changed to provide a credit of 1 per cent for each year of service on 
salaries below $3,000 and 2 per cent above $3,000. It might further 
be provided that credits would accrue only after age 35. Adjustments 
which have generally been made in the plans provide that the com- 
bined benefits to the employee will be at least equal to those which 
he would previously have obtained under the company plan. 

If a company has no formal pension plan and is now interested 
in adopting such a plan, or if a company with a plan desires to adjust 
it to the Social Security Act, the best procedure would be to get in 
¥ touch with an annuity consultant or with one or more insurance com- 
panies offering group annuities. Analysis can be made of the pay- 
roll and fairly accurate estimates can be given of the cost of the dif- 
ferent plans and the effects which variations in the different factors 
will have upon the cost. The consultant or insurance company can 
also be helpful in advising as to the method of financing the cost. 
There is now a wide background of experience in company pension 
plans, and it would be wise to benefit from this experience in drafting 
the detailed provisions of a retirement annuity plan. 
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EFFICIENCY AND LABOR MANAGEMENT 


By ELLIOTT DUNLAP SMITH 
Chairman, Economics Department 
Yale University 


This article by Professor Smith is based directly upon his recent volume 
entitled “Technology and Labor,” published this autumn by the Yale Univer- 
sity Press. The book is one of the most significant contributions to labor 
literature that has appeared in recent years, and one that no executive with 
industrial relations and personnel responsibilities should fail to read. In the 
present article he summarizes some of the salient features of the book bear- 
ing particularly on the role of the personnel executive in the installation of a 
labor-saving program. 


HE development of labor efficiency is compounded of changes in 

processes, materials, equipment, methods and organization; but 
the force that pulls all these elements of labor saving together and 
makes them work is management and, in large measure, personnel 
management. 

Labor saving is thus in a very real sense a personnel problem. 
No one engaged in personnel management needs to be told this. Too 
many of the personnel manager’s problems come out of labor-saving 
changes for him to have any doubt of it. What he sometimes needs 
to be told is that it is part of his job to understand the human prob- 
lems of labor saving and to see that they are recognized and adequately 
dealt with by those who have charge of the development of efficiency. 

This is just as true whether consultants are hired or not. Labor- 
saving consultants are technical specialists. They are not hired as 
experts in general management. Their responsibility relates only to 
the techniques of labor saving. If they have made it possible for 
labor costs to be reduced without requiring excessive effort from the 
employees, their responsibility is at an end. To employ consultants 
thus leaves almost untouched the problem of handling the personnel 
aspects of a labor-saving installation. 

There is little danger that the requirements of production will 
be slighted during a labor-saving change. These requirements are too 
insistent in their demands. A production problem cannot wait. A 
failure to handle it will result in not “getting out the goods,” and the 
consequences will be swift and sure. But personnel problems do not 
press for attention with the same urgency. They do not require im- 
mediate action in order to avoid immediate consequences. There is 
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constant danger that in the unusual pressure of immediate exigencies 
which the installing of a labor-saving change occasions, personnel 
problems will fail’to get adequate attention unless this is made the 
special responsibility of a personnel officer. In the long run, this is 
as true of the handling of a series of small installations as of a single 
major one. 


A VITAL PROBLEM 


During the stress of a technological change, even more than under 
normal conditions, the primary personnel problems are hours, wages, 
work assignments, and working conditions. The so-called “personnel 
services” are incidental. If a personnel executive is assigned to the 
provision of services, or even of records and union negotiations, and 
no more, little has been done to insure that there is some executive 
who will make it his special duty to see that the entire labor-saving in- 
stallation is constantly looked at from the point of view of the long- 
run well-being of the working force. Yet an “employment office” has 
been established, a “personnel manager” has been appointed, and a 
misleading impression has been given that the personnel aspects of 
the change have been placed in safe hands. It is our observation that 
personnel offices are almost as common in concerns where the funda- 
mental personnel problems of labor saving are neglected as in those 
which handle these problems well. 

Since personnel men are specialists, it is important that they exer- 
cise their influence over working conditions without confusing the 
general functioning of the plant. Since they are permanent, it is 
essential that this be provided for in the permanent structure of the 
organization. The most effective means of doing this, in our experi- 
ence, seems to lie on the one hand in emphasizing the responsibility of 
the operating executives for the entire conduct of their departments— 
for total results, including personnel matters—and making personnel 
executives frankly advisory in all matters which occur on the working 
floor. 

On the other hand it seems to lie in making this advisory respon- 
sibility clear and in using as personnel executives men of high enough 
rank in the company and sufficient personal caliber to give their ad- 
vice substantial weight. If this is done, adequate contact of the per- 
sonnel specialist with work-room problems can be insured by requir- 
ing all promotions and demotions, pay changes, and discharges to pass 
over his desk, by making him the executive to whom any employee 
may bring his difficulties, by making him responsible for informing 
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higher management of personnel conditions throughout the plant, and 
by authorizing him to take up with any operating executive all operat- 
ing problems that in his opinion have personnel aspects. 

After all, the danger is not that the operating and technical men 
will fail to safeguard personnel values which they recognize, but that 
they will fail to recognize them, or fail to recognize them as their own 
responsibility. ‘The personnel executive who is advisory but must be 
consulted can see that this responsibility is brought home to the op- 
erating men without usurping any direct executive power. Nor is his 
a weak position. In a well-run organization, a person who has the 
facts on his side rarely needs the support of extraneous authority in 
order to gain a hearing for his proposals. If he knows his facts and if 
his conclusions are sound he does not need to give orders in order to 
insure that the management of the working floor, during a period of 
technological change, conforms to standards of sound personnel admin- 
istration. 


KNOW THE FACTS 


But the personnel executive, as well as the operating manager, 
must know his facts and know them in regard to the particular instal- 
lation. Of course competent management “‘knows what is going on in 
its plant at all times’; but this knowledge is rarely exact except in re- 
gard to those matters with which management needs to keep in touch 
in order to handle current problems in the established way. The strain 
of an installation and the changes in requirements which it causes 
usually make important much that was not of importance before. An 
examination of conditions, to be reliable, must therefore be made 
with the particular problems in mind for which the information is to 
be used. 

Higher executives, moreover, tend unconsciously to assume that 
many conditions still exist:as they existed years before when as junior 
executives they were in close touch with them. Often these conditions 
have changed slowly without attracting their attention. Such execu- 
tives also tend to assume that present requirements are not funda- 
mentally different from past, and that what was satisfactory for them 
when they ran the shop, should be satisfactory for their subordinates 
today “if these subordinates are worth their salt.” 

Because of the tendency of things running in habitual courses 
to cease to call for conscious attention and so to:drop from notice, 
even the supervisors on the workroom floors, although directly in 
touch with conditions, tend to take for granted whatever has long 
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existed and become habitual, and to overlook changes gradually 
brought about. The entire process of preparing for the change has 
to fight its way against the blinding power of habit. Hence, unless 
a survey is made, management is likely to be unaware of many facts 
made significant by the new labor techniques and all too often even 
of facts significant under the old. And facts affecting personnel prob- 
lems have a peculiar proclivity to escape from view. 

An illustration of how much care must be taken to prevent harm- 
ful conditions of gradual growth from being carried forward into a 
new regime is given by the experience of a textile mill of high repu- 
tation. Despite apparently satisfactory operating conditions, a survey 
was made at this mill as a prelude to installing the “multiple-loom 
system.” This unexpectedly disclosed that over half of its two thou- 
sand looms needed minor repairs or adjustments. One-fourth of the 
cotton was somewhat below the assumed standards. Similar deficien- 
cies existed in the opening, mixing, and drawing processes. Although 
the mill buildings were in generally good physical condition, in some 
places floors were defective. In some rooms illumination was im- 
paired by faulty and improper equipment. All these conditions, al- 
though of relatively little importance before the contemplated change 
with its higher requirements, would have been of serious importance 
after it. Because such conditions lead to overwork and labor unrest, 


it is a definite part of the personnel executive’s job to make sure that 
they are looked into. 


ELIMINATE SLACK 


If the operation of a plant is at all lax, tuning up and elimination 
of slack are also a necessary preliminary to an efficient installation of 
labor-saving improvements and a necessary basis for sound industrial 
relations. For a slack shop is a shaky foundation on which to erect 
any structure of labor efficiency. Lax conditions are rarely stable. In 
a slack plant, management proceeds on a basis of meeting troubles as 
they come and allowing leeway for doing so. The way the work runs 
one day is quite different from the way it runs another. Under such 
circumstances it is impossible to expand work requirements to the 
full without serious danger of overload. Only when elimination of 
slack is combined with the tuning up of conditions and practices, is 
a solid and known basis provided for installing labor-saving techniques 
without labor problems. 

Elimination of slack well in advance of any installation is im- 
portant for still another reason. If laxness of work-pace is of at all 
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long standing, no matter how much slack there is, employees generally 
have a common conviction that the traditional work-pace is fair and 
anything beyond it is excessive. This conviction will be hard to 
change. Any “taking up of slack,” no matter how fully justified, 
which is combined with the increase in work-load due to the instal- 
lation of labor-saving methods, is therefore almost certain to be con- 
sidered by the employees as based wholly upon the new methods. 
Since the change in methods cannot justify that part of the increase 
in work requirements which is in fact based on the taking up of slack, 
the extensions are bound to appear as unreasonable “stretch-outs” and 
promote labor resistance. Often, in our experience, employees have 
for this reason exerted bitter opposition to work assignments which 
they later found acceptable and even moderate. 

Quite apart from this, to combine the increase in work assign- 
ments based on a large elimination of-laxness with the increases due 
to new working methods and organization requires the employees to 
adjust themselves to working harder at the same time that they are 
undergoing the inescapable fatigue of learning new ways of work. It 
also requires management to raise its performance to new standards 
when it is struggling to install new procedures. Both of these con- 
ditions are as disastrous as they are unnecessary. 


INCOMPETENT EMPLOYEES 


In most labor-saving installations, moreover, as a step in the de- 
velopment of labor efficiency, incompetent employees must be elimi- 
nated. This is particularly true when a loosely managed plant is 
taken over by an efficient company, or is revamped under the direc- 
tion of new top management. Unless this weeding out is done before 
methods are changed, it is almost sure to be considered by the workers 
a result of the installation and to breed fear and unrest, no matter how 
justified it may be. Besides there is considerable chance that some 
poor or lazy workman who feels that his job is at stake will take his 
place among the principal resisters. In a time of general unrest, once 
a worker has become a leader of resistance, or even a union member, 
however clear to the management is his inefficiency, his discharge is 
sure to be looked upon by the workers as due solely to his resistance 
or his union membership. 

All this preparation for a technological labor change has a vital 
influence upon personnel problems. In all of it the personnel execu- 
tive should play an important part. He is inevitably a participant in 
the weeding out of inefficient workers. It is less inevitably, but no 
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less vitally, his job to see that labor-saving management recognizes the 
necessity of making adequate investigations and preparations to pro- 
tect human relations values, and if he is worth his salt he will do so. 

After a labor-saving installation, as well as before, safeguards of 
employee welfare are needed and it is the responsibility of the per- 
sonnel executive to see that they are taken. Since there are no accu- 
rate measurements of long-run fatigue, how hard employees have to 
work and how much strain this imposes upon them cannot be ac- 
curately known. The best that can be done is to seek to measure and 
record how much, from time to time, the worker is required to do 
and to put up with, in ways that will show when the established work- 
load is increased. 

Records of temperature, humidity, machine speeds, qualities of 
materials, go far to tell management whether various factors affect- 
ing human and technical efficiency are staying at par. But they are 
not satisfactory from the personnel point of view. On the one hand, 
they provide no way of determining directly how much a variation 
in the recorded condition decreases or increases the amount of work 
that the employee has to do. On the other hand, since their bearing 
on the employee’s work is indirect, as well as technical, they are con- 
fusing to him. It is therefore important to find a record which will 
reflect the accumulated effect upon the employee’s work of all types of 
variations in materials and conditions, and one which will do so suff- 
ciently simply and directly as to be clearly understood by the worker. 


RECORD OF STOPS 


In the recent development of labor efficiency in the textile in- 
dustry, called the multiple loom system, for example, a record of the 
number of times per hour that each loom stopped was added to the 
records of conditions, materials, speeds, etc. Repairing stopped looms, 
apart from walking, was the major task of the weaver on the new 
basis, and since the amount of walking he did was fixed by a standard 
patrol, a loom-stop record took account of all factors which influenced 
the main variable element in his work. It made no difference whether 
the origin of the trouble lay in cotton staple, in yarn, in humidity, 
or elsewhere. It made no difference whether or not the source of the 
difficulty was something which management considered of sufficient 
importance to make a matter of record at all. It made no difference 
if the source of difficulty was not any single factor but the result of 
the accumulation of minor factors no one of which was large enough 
to be significant in itself. If the result, regardless of its cause, was 
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serious enough to increase the number of loom-stops which the weaver 
must attend to, this was reflected in the record. 

This record provided an important index of the efficiency to 
which conditions were being tuned up. By tracing all loom-stops to 
their origin, a mill was able to ferret out unsuspected sources of 
trouble and correct them. By noting the effect of proposed improve- 
ments upon loom-stops, a mill was enabled to determine what meas- 
ures really resulted in saving labor and the extent to which labor was 
saved. 

Stability in loom stoppage was primary evidence that sufficient 
standardization of conditions had been attained to make it safe to 
install the new methods and divisions of labor or to make extensions 
of work assignments. After new work-loads were completely installed, 
so long as the loom stoppages did not increase, it was strong evidence 
that the factors underlying the primary element in the efficiency of 
loom operation were being maintained. Loom-stop records were thus 
a primary index, alike in improving and standardizing conditions, and 
in safeguarding labor from overload. 

Since such a work-load record is in direct terms of the work which 
an employee has to do, it is something he can understand and is par- 
ticularly valuable to him after an installation is over and “things be- 
gin to settle down.” Without such a record, he has little to point to 
if a gradual decline in the maintenance of conditions here and there 
accumulates into a serious increase in his work. He may feel more 
tired at night but he can with difficulty convince his overseer that the 
fatigue is due to inconspicuous changes in the complex conditions in 
the plant. 


WORKER IS PROTECTED 


From the point of view of the workers concerned, waiting for 
long-run exhaustion to show that they have been overworked is hardly 
an adequate means of protection. With reliable work-burden records, 
the employee is in an entirely different position in protecting himself. 
He no longer needs to give evidence of fatigue at all. All that he needs 
to do is to point out to management that the records show that they 
have not lived up to the conditions which they have set as the basis 
for asking more output of him. 

From the point of view of sound industrial relations, such records 
provide one of the few substantial safeguards against over-strain that 
can be written into an agreement with labor. They also provide man- 
agement with an effective means of assuring their employees in ad- 
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vance that the amount of work that the new assignments require them 
to do will not be increased through gradual alteration of conditions. 

Extremely valuable as records are, in introducing objective data 
into the subjective influences that are likely to surround a labor-saving 
installation, and in enabling the personnel executive to make sure 
that human values are not being overlooked, they are misleading un- 
less the persons who use them recognize that a precise objective record- 
ing of any human situation is necessarily artificial and incomplete. At 
best they leave out the important subjective personnel factors, and 
it is the particular duty of the personnel executive to see that these 
factors are recognized. 

The primary value of records is as indicators that conditions have 
changed and require inspection. But the actual inspection must fol- 
low before action can be reliably taken. For higher executives who 
are not in personal touch with the situation themselves a record should 
be interpreted by someone who has personal contact with the reality 
to which the record refers, and someone who is sensitive to human as 
well as technical conditions. The greater the refinement and com- 
plexity which a labor-saving installation brings about, the greater 
the need of such precise executive control as good records provide and 
the greater the need that they be used with recognition of their per- 
sonnel limitations. 

The setting of work-loads or piece rates also has personnel aspects. 
Although it is a technical problem for the industrial engineer, it is 
an important duty of the personnel executive to see that it is done 
with due consideration of human and industrial relations needs. For 
time studies, however important and however carefully taken, are sub- 
ject to inherent sources of error. They have to be taken on indi- 
viduals; and the degree to which the individual studied and each par- 
ticular performance vary from the typical is not subject to exact de- 
termination, although much can be done to correct this when studies 
are taken upon a large number of workers. 


SOURCES OF ERROR 


Whether made in the laboratory or on the workroom floor, time 
studies of new work methods are almost inevitably taken under some- 
what experimental conditions. This adds another source of error. 
Experimental conditions are artificial. Everything relating to the task 
is under close observation. Conditions of all sorts are maintained 
with a precision and care not possible under actual operating require- 
ments. Any trouble that arises is more quickly remedied than nor- 
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mally. There is no way to measure directly how much time allowance 
is necessary to compensate for this. 


Another source of error arises from the difficulty of taking account 
of long-run influences. Time studies only examine present perform- 
ance and measure the time it takes to do the work, not the long-run 


effect of the change in work upon the worker. Often this is insignifi- 
cant but often it is not. 


What the effect of long development of skill and experience will 
be is always an important question in a major change. The influence 
of such matters as floors and lighting is almost exclusively long-run. 
The influence of changes such as those in basic work methods or di- 
vision of labor takes months of actual operation to work itself out. 
The influence upon the weaver, in the multiple loom installation of 
which I have spoken, for example, of the change of his work from a 
diversified job, where exacting work was interspersed with routine 
tasks, to a specialized job, consisting of almost unrelieved inspecting 
and tending of warps and tying in of broken ends, is less a question 
of the time it requires to do the work than one of the effect in the 
long run of the combined pace and concentration of the work upon 
the employee. Such influences are not subject to time study, and are 
easily lost sight of by the technician unless the personnel executive 
takes the pains to make sure that these sources of injustice and unrest 
are kept in mind. 

The difficulty of setting work assignments accurately increases in 
proportion to the amount of labor saving involved in a single instal- 
lation. When small changes in method are made, most of the unit 
operations and conditions under the new procedure are identical with 
those which existed before. If these have been studied and restudied, 
the times allowed for doing these unit operations under these con- 
ditions have been tested by long use. Then, in setting standards for 
the changed operations, variations from normal can be discovered and 
largely corrected by noting the variation of the time that the employee 
being studied takes on the unchanged elements of the job from the 
standard figures for those elements, and adjusting the unit times on 
the new elements of the work accordingly. If the change is so ex- 
tensive that it is not possible to arrive at time-study results by the 
substitution of a few new unit times in a composite time allowance 
most of the elements of which have been tested by long experience, the 
primary means of taking account of long-run factors in a time study 
is removed. - 

Even with machinery of a fundamentally new type, laboratory ex- 
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periment does not eliminate the necessity of careful adjustment and 
improvement during a period of practical trial. To avoid the neces- 
sity of doing this after new styles “get into production,” automobile 
companies have invested in expensive “proving grounds.” Even then, 
defects sometimes get by that show up under actual owner use, and 
have to be remedied. In the same way, in proportion as a labor- 
saving change is thoroughgoing, it is not only essential to support in- 
tuitive judgment with time studies and other objective measurements 
and records, but equally essential to check the artificiality of time 
study and experimental results as fully as possible by actual operating 
judgment and experience. 

The whole problem of how far to introduce and rely upon en- 
gineering measurements and records in installing a change in labor 
technology, and even more in carrying it forward upon a permanent 
basis, is a complex one. While practical judgment needs the support 
of objective measures, any techniques that are not properly employed 
are at best an expense. Money can be as rapidly wasted in the lost 
motions of unwarranted management refinements as in the wastes 
of too high standards of quality. More serious is the fact that im- 
properly or even perfunctorily employed techniques of executive con- 
trol corrupt practical executive judgment by adulterating it with 
quantitative misinformation. 

Hence, how far objective controls should be established is a ques- 
tion of what forms of executive technique are best suited to the size 
of the concern, the nature of its product, the degree of technological 
refinement of conditions, the complexity of the division of labor to 
be established, and the character of the plant management. ‘Tech- 
niques that are suited to a highly technical management organization 
may not be suited to a traditional one where the supervisory execu- 
tives have always handled the organization by rule of thumb. 


A FUNDAMENTAL BALANCE 


There is a fundamental balance in labor saving that cannot be 
safely upset. The requirements which management makes of labor 
must inevitably be balanced by the conditions and other means of 
efficiency which management provides for labor. Anything which up- 
sets this balance overburdens labor and faces management with per- 
sistent unrest. 

If the requirements of this balance are high, management, both 
in installing and maintaining the conditions required to meet it, will 
need the support of refined measurements and records to remove as 
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many problems as possible from the realm of opinion and informal 
provision into that of recorded information and systematic action. 
Thus each increase in work assignment increases the degree of refine- 
ment of managerial control necessary to maintain it and this applies 
as much to personnel records as to others, 

Labor as well as management has tended to overlook the inevi- 
tability of this balance, and the extent of its interest in having it 
maintained. Because records, the stop watch, time studies, and other 
refinements of executive control have all too often been employed as 
a means of installing enlarged work assignments without adequate 
regard for labor’s interest, labor has tended to oppose the use of these 
refinements at all. Because these techniques of executive control re- 
quire skill and understanding in order to use them well, and manage- 
ment has sometimes used them without such skill, labor has grown 
to dread them. 

The fault is not in the techniques but rather in the manner of 
their use. Labor has as much to gain from the proper use of tech- 
nological measures of managerial control as has management. By 
them alone can technological progress in labor efficiency take place 
without serious danger to labor—and such progress is inevitable. But 
labor is even more interested than is management in seeing that ob- 
jective, managerial techniques are used by adequately skilled manage- 
ment with full understanding of their limitations; and are used for 
the purpose of safeguarding labor welfare, not as refinements in labor 
driving. And it is a major function of the personnel executive during 
a labor-saving campaign or installation to see that this is done. 

For if the personnel management is to be on an administrative 
level, the personnel executive must take a vigorous part in seeing that 
labor saving, even in its basis of executive control, is adapted to the 
needs of labor relations under the exceptional strains which labor- 
saving progress sets up. 











A PRACTICAL SUPERVISORY TRAINING 
PROGRAM 


By D. D. DECKER, Personnel Director 
Wolverine Tube Company, Detroit 


Outlined in this article is a really practical supervisory training program 
that concentrates not on one aspect of the training problem but upon all that 
are involved. Here is a thorough, well developed approach which should 
be helpful to all companies, whether they have programs of their own or not. 
Mr. Decker also describes a unique plan whereby the management of the 


concern had the employees work out company policy, thereby assuring their 
backing and support for the policy. 


PROGRAM whereby employees in positions of responsibility are 

trained to handle men in a manner to insure a high degree of 
efficiency and cooperation must necessarily be a part of the procedure 
of every forward-looking business today. 

Every employee with supervisory responsibility, from group leader 
up, must be impressed with the importance of his position in relation 
to all other occupations in the organization. To his subordinates he 
must represent top management. It is up to him to so interpret com- 
pany policies that their spirit, as well as their letter, is maintained. 
Each supervisor must know that he has the full backing of manage- 
ment. Until such time as he is no longer a supervisor, he must be 
assured that he will continue to have such backing. He must realize 
that he has to use his authority in such a manner that the loyalty and 
cooperation of his men will be won. He must appreciate that while 
both esprit de corps and discipline are needed in his department, of 
the two, esprit de corps is the more important. 

The means by which the supervisor is brought to realize that lead- 
ership and cooperation are the basis of success in supervisory work 
may take several forms. In our company, these forms are as follows: 


If the supervisor is young he has probably already been thorough- 
ly trained in all departments of the organization before being placed 
in his present department. An understudy course requiring a maxi- 
mum of 16 months has been set up to train selected employees for 
supervisory and other positions of responsibility. The course presents 
an opportunity to obtain knowledge of all plant operations, from the 
receiving of raw materials to the shipping of finished products. Selec- 
tion is based on interest, ability, and potential capacity for leadership. 
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A high school education or its equivalent is the minimum educational 
requirement. A close record is kept of the understudy’s progress, 
showing the dates of transfer from one occupation to another, and the 
degree of skill shown in each kind of work. He is notified of his prog- 
ress at regular intervals. Should it develop that he apparently lacks 
qualities necessary for the continuation of the course, he is so advised 
before his removal from the understudy program. In such cases, he is 
assigned work for which he is best fitted, and paid the current rate 
for that particular work. During the course, both the Personnel De- 
partment and the foremen are available for advice concerning read- 
ing matter and auxiliary study courses which will be to the mutual 
advantage of the company and the understudy. 


SUPERVISORS FORM CREWS 


For older supervisors who have not been trained in the work of 
other departments by the understudy program, an opportunity has 
been given to get such experience in other departments during slack 
periods. If the factory operates on a four-day schedule, the super- 
visors use the fifth day to operate the equipment and perform the 
various duties in other departments. Where a crew is required, sev- 
eral supervisors are teamed together on such days to form a crew to 
perform the operation. Such experience gives the supervisors a better 
understanding of the problems which are faced in the neighboring 
departments, and helps in building up a spirit of cooperation between 
the supervisors. 


Meetings and study courses provide excellent training. For sev- 
eral years a professional business consultant has led a series of eight 
monthly discussions on the fundamentals of business and of leadership 
technique, to which the supervisors are invited. The cost of these dis- 
cussions is borne jointly by the supervisors and the management. The 
cost to the supervisor is so nominal that it is no burden for him, yet 
it is enough to give him a financial incentive for going through with 
the entire series of discussions once he has started them. He has to 
attend to get his money’s worth. These discussions have been emi- 
nently worth while for the channels through which the supervisor’s 
thinking has been led. He is taught the “why” of business, and is 
given the answers to many of the questions in the minds of his and 
other industrial workers today. 


TRI-STATE CONFERENCE 


Another means of training is the supervisors’ attendance at con- 
ferences whenever convenient and possible. An example of this is the 
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Tri-State Foremen’s Conference held in April at the University of 
Michigan. Approximately three-fourths of our supervisors attended 
this one-day conference. The opportunity of meeting supervisors from 
other companies and of hearing talks by leading authorities on prob- 
lems of vital concern in the everyday dealings with their employees 
was deemed to be so valuable that the management paid the confer- 
ence expenses. Examples of other meetings and conferences which the 
supervisors attend are the State-Wide Safety Conference, and the Tool 
and Die Show. 

The Foreman’s Club is composed of all supervisors, including the 
rank of Group Leaders. Six dinner meetings are held each year at 
one of the hotels, the expense being shared by the supervisors and the 
management. The meetings are primarily social, with cards, music, 
and ping-pong providing the main entertainment. However, immedi- 
ately following the dinner an educational program is presented which 
is held to one-half to three-quarters of an hour in length. These pro- 
grams deal with subjects of interest and benefit to the supervisors. 

For example, during the past year the subjects included the fol- 
lowing: Three meetings devoted to presenting the customers’ view- 
point of our product, the Sales Department and a bona fide customer 
stating their views of what was important in the tubing which we sell; 
the history of metallurgy, and the relation of its development to the 
problems and progress of the company; time and motion study, in- 
cluding a film which illustrated before and after cases of the use of 
time study, and which supplemented a discussion of this subject. 
During the coming year, among the topics for our programs will be 
discussions covering the work and problems of the following depart- 
ments: traffic, scheduling, accounting, and credit. We believe these 
programs give our supervisors a broad over-all view of the activities 
of the various departments of the company, and a better understand- 
ing of the other supervisor’s problems. 


SUPERVISORS CONSULT WITH MEN 


Supervisors are taught to emphasize the need of team work and 
mutual exchange of ideas and problems with their crews. A program 
has been tried out which has proven quite successful in fostering such 
exchanges. Approximately once a month the supervisor meets with 
his men in the conference room and for a period of an hour discusses 
the problems which face him in his department. The supervisor in 
this way not only frequently gets helpful suggestions from his men, 
and the men in turn get an explanation of things which they have not 
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understood, but also in so doing the supervisor receives valuable ex- 
perience in presiding in group meetings and in developing self-expres- 
sion and poise. 

A course consisting of 16 discussions on metallurgy was given to 
the supervisors by the supervisor of quality. This course presented 
introductory physical and chemical data, and was followed by a lec- 
ture on the structure of metals. Other subjects dealt with in subse- 
quent lectures were refractories and furnaces, the types and uses of 
pyrometers and of microscopes, the mechanical and physical properties 
of metals, the occurrence, mining, smelting, and refining of copper, and 
the general subject of tube fabrication. A discussion of the work of 
the various departments of the company was included. Also, a dis- 
cussion of the properties and uses of aluminum, brass, and copper al- 
loys, and of brasses, bronzes, nickel silvers, and complex copper base 
alloys. One of the final lectures in this series was on the subject of 
corrosion and corrosion cracking. Many of our supervisors never had 
the opportunity of learning much of Metallurgy. .This series of lec- 
tures therefore was a valuable means of giving them a view of this 
subject, and of its importance in the welfare and progress of the Com- 


pany. 
GUIDANCE IN READING 


Reading is considered an important part of our Supervisory 
Training Program. Books on good foremanship are distributed to the 
supervisors. Examples are Reitell’s book, “How to Be a Good Fore- 
man” and Russell Greenman’s book, ““The Worker, the Foreman, and 
the Wagner Act.” Bulletins and trade magazine articles dealing with 
tube fabrication and allied subjects are made available to them. The 
question arises as to how much of this material is actually read and 
absorbed by the rank and file of supervisors. Recently to check on 
this, the supervisors who had had an opportunity of reading Reitell’s 
book were given a series of questions to answer. The answers showed 
that with but very few exceptions the supervisors not only had read 
the book, but had retained a good deal of the information contained 
in it. The management recognizes, of course, that merely reading 
such material and knowing the right answers is no proof that the ideas 
presented will be followed up and practiced. “The supervisors at least 
are learning what they should do and say in different situations and 
circumstances, whether they actually do and say them, time and ex- 
perience only will show. | 

Reports which the supervisors make train them to think of their 
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subordinates in other than general terms of good, fair, or poor. At 
least once a year each supervisor must rate every man of his crew on 
a standard form which has been prepared. The supervisor must not 
only know of specific details in the work and conduct of each of his 
men to do this rating, but must be able to explain “why” he so rates 
the man. Knowing that each report must be reviewed by him with 
the individual subordinate, tempers his rating. The management be- 


lieves that the making of such reports provides a valuable means of 
supervisory training. 


TRIPS TO OTHER COMPANIES 


From time to time trips through other concerns are arranged for 
the supervisors. The purpose of these trips is to provide an oppor- 
tunity of seeing and learning something of other industries. Although 
most of the supervisors have lived in Detroit all of their lives, and 
the rest of them for at least several years, it is surprising how few have 
visited the other concerns. Most of the supervisors are interested in 
seeing such places, but do not find the time to do it unless a specific 
time is set and definite arrangements are made for them. When they 
do go, they greatly enjoy the trip. 


SUMMARY 


In summary, our policy in training supervisors: is: tor-use-.several 
rather than one method. We believe:that successful traising frequent- 
ly requires a fundamental change in attitudes. Such changes cannot 
be made in a short time, nor by engaging in any one activity. It in- 
volves a long time program with constant attention to the attitude 
displayed in the day-to-day contacts of the supervisor with his subordi- 
nates. Our program is designed to do this. We know it takes time, 
but feel confident that our goal of good supervisory relations with our 


employees is, and will continue to be, reached to an ever-increasing 
degree. 


* * * * * * * * 


Formulating a Company Policy Through 
Employee Cooperation 


Because experience in other companies seemed to indicate that 
a mere statement of policies was not enough to insure good work- 
ing rules, the management of the Wolverine Tube Company tried to 
adopt a procedure for the formulation and statement of the policies 
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and rules of the company which would have the wholehearted back- 
ing and support of everyone concerned. 

Our supervisors were called together, and it was proposed that 
a definite statement of company purpose and policies be formulated. 
Each supervisor was asked to state what he believed the purpose of 
our Company to be. After this, each statement was discussed indi- 
vidually. Out of these discussions gradually grew a statement which 
became the joint opinion of all supervisors. Naturally they knew 
what it was, believed it, and would try to live up to it because they 
wrote it. It was theirs. As finally decided upon by the supervisors, 
the statement of the Company purpose is as follows: 


THE STATEMENT 


“The purpose of the Wolverine Tube Co. is to serve its customers 
by always delivering to them that quality of product, such as it makes, 
which best serves the customer’s needs; to do this at the lowest possible 
total cost, which allows just and equitable compensation to everyone 
concerned, that is, direct and indirect labor, management, stock- 
holders, and suppliers. This group makes continuous performance 
and delivery of a quality product possible. : 

“The Wolverine Tube Company believes that it is only through 
the cooperative and equitable efforts of all concerned that its busi- 
ness can be maintained on a strong and healthy basis. Further, the 
Wolverine Tube Company recognizes that it must contribute to the 
maintaining of all business on a healthy and profitable basis, help- 
ing to provide general steady employment, because of the influence 
which all business has on the operations of the Wolverine Tube Com- 
pany. Mutual cooperation and fairness is recognized as essential both 
within the Company and outside the Company.” 

The next step was to take all of the written and unwritten com- 
pany policies and write them so that they would agree with the state- 
ment of purpose. Some policy statements were severely toned down 
by the supervisors. Others were strengthened. Each policy statement 
was the direct work of the supervisors, and was stated as concisely 
as possible. 

To the statement of purpose and policy was added the various 
plans, insurance and hospitalization. 

When the statement of purpose, policy, and plans had been final- 
ly approved by the supervisors, it was taken to the employees through 
the shop stewards of the union. A preliminary statement to the em- 
ployees told what was being attempted and why it was considered to 
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be desirable. While rules and policies are needed, the company man- 
agement wanted none which employees could not subscribe to or live 
up to for the best interests of themselves, the management, the stock- 
holders, and the customers. 

The statement of purpose was gone over with them very carefully. 
Detailed explanations were given of any questionable feature. They 
were asked to criticize or tear it apart if there were any parts with 
which they did not agree or to which they could not subscribe. The 
same was done with each proposed statement of policy. The state- 
ment of shop rules came in for especially heavy discussion. The only 
suggestions for changes to be made, however, were for the purpose of 
amplifying and tightening up on the rules. The employees were of 
the opinion that the rules were needed for their own safety and best 
interests as well as that of all other interests represented. 


STATEMENT PUBLISHED 


After approval by the employees’ group, the proposed statement 
was presented to the management for the approval of the directors. 
After this approval, the statement was published and distributed to all 
employees. The statement is explained to all new employees, and a 
copy of it is given to them. . 

We believe that the reason for the cooperation of all employees 
in living up to the purpose and policies as stated is largely due to the 
active part which the supervisory and employee groups have had in 
formulating the statements contained in the booklet. Every possible 
opportunity is taken to impress upon the supervisory group that “a 
policy is only as good as its interpretation” and that to his subordi- 
nates each supervisor represents top management. It is up to each 
one individually to live up to the spirit as well as the letter of the 
statements in the policy booklet if the employees are to be expected 
to live up to them. Also, before any new policy of the Company is 
officially put on the record, it is carefully explained to the employees, 


who are given an opportunity to criticize or suggest changes in it be- 
fore its adoption. 








ee a 


TT 











| 
| 











TELLING THE STAFF ABOUT IT 


By JOHN J. CORSON 
Director, Bureau of Old-Age and Survivors Insurance 
Social Security Board 


While annual reports to employees have become an accepted practice in 
industry, for Federal bureaus this type of report is an innovation. Recently 
the Bureau of Old-Age and Survivors Insurance of the Social Security Board 
issued a special report of accomplishments to its staff—a concise and inter- 
esting over-all account of its activities during the past fiscal year. This 
highly effective job of reporting has been described in the following article 
by the Director of the Bureau. 


ie intelligent workman can put more into his job when he 

understands its relation to the finished product of the plant. To 
the administrator of our day and age this assertion needs no proof. 
The question is, in plants where thousands of men and women are 
at work on thousands of different processes, how can each one get a 
conception of the collective achievement, an ‘over-all view of results? 
How can they, so to speak, see the forest for the trees? 

We have this problem in the Bureau of Old-Age and Survivors 
Insurance, and we are attempting in various ways to meet it. Lately 
we have tried something new—at least it is new in general Government 
practice. We have written a special report of accomplishments for 
our staff. 

In the Bureau of Old-Age and Survivors Insurance we employ a 
force of 7,000 people. About 4,000 of these are engaged in a highly 
mechanized bookkeeping task. They keep the individual insurance 
accounts of nearly 45,000,000 workers, whose wages are recorded as the 
basis for benefit payments to themselves and their families. This ac- 
counting work is done mostly by machine—more than twelve different 
mechanical operations repeated about 500,000 times a day. Some 2,000 
of the Bureau’s employees are in the field—in 332 offices scattered 
throughout the country, in every state and territory. The variety of | 
functions which they perform includes issuing account numbers, giving 
information about the insurance program to employers, employees and 
the public, and assisting claimants in filing applications ‘for benefits. 
At headquarters, there is an administrative and professional staff of 
around 1,000. Their jobs range from time-stamping incoming mail, 
through examining claims and recommending them for payment, to 
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studying and planning the present and future administration of the 
program. 

In terms of dollars and cents, the exact amount of security fur- 
nished to the millions of persons protected by the insurance program, 
and the total outlay of the Government for that purpose, depend in 
large part upon the skill, accuracy and vision of these 7,000 men and 
women. Yet the division of their tasks, the concentration of each 
worker upon his own particular operation, can but limit his view of 
the Bureau’s job as a whole. 

To overcome this handicap, to give greater content to each indi- 
vidual task, we use a number of different methods. We have regular 
in-service training courses for all employees who wish to take advan- 
tage of them and study the social security program as well as our tech- 
niques. We hold conferences of field and central office staffs. We ar- 
range round-table discussions of work problems for supervisors. We 
have prepared a motion picture film, a “talkie,” especially for em- 
ployees, to depict the administration of the insurance program. From 
time to time we issue brief bulletins on progress made in key phases 
of our work. 


And this year, as I have said, we tried something else. 


SCOPE OF REPORT 


We tried to picture, in the special report I have referred to, the 
over-all job, the accomplishments of the year to which each man and 
woman on our payroll had contributed. We stated clearly the ob- 
jective of the Bureau, stemming from the recent amendments to the 
Social Security Act—the payment of monthly benefits for retired work- 
ers as long as they live, and for the families of workers who die. We 
tried to show the problems which must be dealt with by the adminis- 
trators. We made the report short, however, touching only upon the 
high spots. The whole thing was kept within eight printed pages, lest 
the reader be discouraged by the usual bulk of an official annual 
report. 

We proceeded on the assumption that the year’s summary of our 
‘accounting operations would be interesting not only to the operators. 
of the accounting machines but also to our field workers and our pro- 
fessional staff. The fact that this work had in twelve months brought 
the number of accounts on our books to nearly 45 million should be 
something they would want to know. Still more interesting might be 


the figure of 64 million wage items posted to more than 30 million 
accounts. 
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Our staff was entitled to know the “whole truth’—so we shared 
our difficulties as well as our achievements. For example, we have 
had a troublesome problem with what we call “John Doe” reports. 
These are wage items reported without complete information—perhaps 
a name but no account number, and vice versa. At the beginning of 
the last fiscal year we had 7,500,000 such items. It was thought that 
our staff, and especially the people who had done the work, would be 
interested to know that by the end of June, 1939, we had been able to 
identify more than half of the items involving wages of $100 or more, 
and a substantial proportion of smaller items. The rest of the uniden- 
tified items were referred to the field offices for detailed checking local- 
ly, and we are now receiving relatively few unidentified items. 


STATISTICAL AND TECHNICAL DATA 


Doubtless it would also be of interest that during the last fiscal 
year the annual cost of our accounting operations had been reduced 
from 20 cents to 18 cents per account. We told the story of the cen- 
tralization of machine operations, which resulted in increased efficiency 
and savings of $700,000 a year. This involved no decrease in total per- 
sonnel, but it did mean grade or salary reductions for 54 employees. 

Since the recent amendments to the Social Security Act will result 
in a substantial increase in the number of benefit claims in 1940, it 
was thought that the growth of our claims load would be of interest. 
So we reported that 212,000 claims had been certified for payment last 
year, as compared with 165,000 for the year before. Our field workers 
and adjudicators should be gratified that the over-all time required 
for the settlement of claims had been reduced from an average of 24 
days in June, 1938, to 21 days in June, 1939. 

Certain technical functions of the Bureau of Old-Age and Sur- 
vivors Insurance, because of their complexity and difficulty, are prob- 
ably less widely understood among the rank and file of employees 
than other activities. Among these are the analysis and use of adminis- 
trative and statistical records. Information on this phase of our work, 
it was thought, might add a new point to the perspective of the staff. 
So we explained how analysis of the records furnishes a basis for 
recommending changes in the law, for calculating future claims loads 
and costs, and for adjusting Bureau machinery to meet new demands. 
The records also furnish invaluable social and economic data, which 
have been compiled for use by other agencies and for distribution to 
the Bureau’s staff and to the general public. 

Although the report was devoted primarily to the past fiscal year, 
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we felt that employees would be interested in a glimpse of the future. 
The new activities we would soon be performing as a result of the 
recent amendments to our program were touched upon. We gave ten- 
tative estimates of the future claims load, and plans for the expansion 
of our field facilities to handle our enlarged activities. The expansion 
of our field forces should have a special meaning for departmental 
employees desiring to transfer to the field. 

Workers are often interested in the cost of the operations in which 
they are engaged. Accordingly, we presented a clear, simple statement 
of the administrative expenditures of the Bureau of Old-Age and Sur- 
vivors Insurance for the past fiscal year. We hoped that all alike 
would find it significant that $10.6 million of our total expenditures 
of $13.6 million was paid in salaries. 


PERSONNEL ACTIVITIES 


We knew, of course, that the members of the staff would be in- 
terested in the administrative work dealing specifically with personnel. 
They would want to know how their fellow-employees had fared 
during the year—how many employees had resigned, how many had 
been separated for cause, the number who had received promotions, 
and the number who had been demoted. We frankly admitted that 
it had been necessary to reduce the salaries of 116 employees during 
the year. But one of the largest items in the personnel report was 
the figure of 4,205 grade or administrative promotions which had been 
possible. 

We wrote further of our personnel policies, and of their develop- 
ment through cooperation with employees and employee groups. As 
we stated, our aim is “the development of an employee-relations policy 
which shall increasingly reflect these cooperative efforts to the satis- 
faction both of the organized groups in the Bureau and the staff as 
a whole.” 


For most Government bureaus, this kind of a report is a departure 
from accepted practice. General government procedure requires an- 
nual reports from subordinates to superiors, but a report in a sense to 
employees from their administrative head is something new. Our re- 
port was an endeavor to bring to all the men and women who do the 
Bureau’s work the satisfaction of knowing the results to which he or 
she had contributed. 


























THE BARCALO BULLETIN 


By E. J. BARCALO 
Barcalo Manufacturing Company, Buffalo, N. Y. 


In April, 1936, the Barcalo Manufacturing Company began to publish its 
four-page, pocket-sized “Barcalo Workshop Bulletin,” which has since been 
widely cited as a model for explanatory bulletins to workers. The following 
article outlines the purpose and content of this informal publication. 


ALL them what you will—company magazines, house organs, let- 
ters to employees or bulletins—employee publications are today 
important and their use is fast increasing. In dealing with the Barcalo 
Workshop Bulletin and describing its purpose, this article will prob- 
ably disclose the purpose and advantages of all like messages to em- 
ployees. 


Many things have happened in 10 long years to add to the re- 
sponsibilities of management and, indeed, to modify somewhat the 
previous laissez-faire attitude toward employees. ‘This attitude was 
not generally intentional, but a new attitude has come to the fore 
just as new equipment replaces old. 


Time was when competition was less severe, orders were more 
easily obtained, production was more regular, and profits better—and 
there were fewer worries. Today all is different, at least as regards 
the smaller or average-sized manufacturing establishments which fur- 
nish the bulk of employment. Our business is one of these, as we 
employ about 300 persons. 


One of the changes I have referred to has been an increased ap- 
preciation of the part that the rank and file of employees play in 
this game of business. A while back we came to realize that if em- 
ployees knew more about the business with which their lot was cast, 
more of its details, more about the part they and their jobs play 
in connection with the whole, it would be helpful all around. The 
more we thought about it, the more we conceived it to be a duty to 
help to better educate our workers by passing on information here- 
tofore kept from them—not by design, but through thoughtlessness 
and failure to appreciate its value. We believed, too, that the more 
information they received, if factual and honest, the better able they 
would be to understand and absorb what papers and magazines had 
to offer of a statistical and business nature. 
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Then, too, many men and women stand eight hours in front of 
a machine doing repetitive work, and it seems to us that monotony 
is lessened when they realize that they are contributing something 
of real value to the business. A bit of romance, involving the ulti- 
mate use of that which a man helps to produce, might be interesting, 
like our Bulletin story covering a large wrench made to go with Cater- 
pillar tractors. Here the story was carried through to the making of 
bread from the wheat grown on the land plowed by the tractor. 

Another fact must also be considered. In recent years employees 
have come to realize their place and privilege in the production 
scheme. If they over-reach, as they sometimes do (largely through ill- 
advised leadership) , why not see to it that they understand what man- 
agement can and cannot do? If they are informed of the problems 
and conditions which management constantly faces—in quite some 
detail, in plain language, and without deception—the majority of them 
are likely, in the long run, to be wholly reasonable. 


PURPOSE AND CONTENTS 


The Barcalo Workshop Bulletin was started in April, 1936, with 
the purpose of giving information to our employees in brief form and 
in plain language—the language they had been accustomed to heat 
from management over the years. We use no material produced out- 
side other than that relating to accident prevention, because outside 
material would lack our individuality and would smack of propa- 
ganda. Nevertheless, the choice of topics is interesting and effective. 

Young people are sent to school to acquire knowledge and in- 
formation. They do not get it in one, two or three years. They plod 
along with their studies and contacts, and the things they do and say 
indicate progress. We do not expect our Bulletins in three years to 
be a cure-all—just a help. We do not expect a group of workers to 
rush in to let us know how good a particular issue is. If through the 
Bulletins we create the right spirit and faith, we shall be satisfied. 

To show that the Bulletins are read (and discarded copies are 
rarely found), a couple of cases may be cited: After one of the early 
issues was published, a man came in and asked, “What is surplus and 
where is it?” He was answered to his satisfaction, and the question 
suggested an appropriate topic for the following Bulletin. The next 
question related to a rather comfortable bank balance on a year-end 
statement: “What do you do with so much money?” ‘The question 
was raised some time after the date of the statement, when the money 
had been used to replenish inventory and to pay wages in the process 
of accumulating finished stock during a usually dull period. The 
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answer was likewise satisfactory, and this question also furnished a . 
topic for the Bulletin and an opportunity to explain the vu)». and 
downs of a seasonal business. 

One day an employee intimated that a salesman must lieve a 
soft time all dressed up and riding around in a car. This suggested 
a story describing a salesman’s duties and responsibilities, and some 
of his heartaches too, and the dependence of the men in the plant 
on the salesmen for steady employment. The article concluded with 
the idea that the men in the plant are the first-line salesmen. 

Besides treating such topics, we frequently show detailed costs of 
articles just as they appear on our cost records, and we frequently ex- 
plain in detail what we call Factory Burden (Expense). An inexperi- 
enced mortal can understand that his own share of the cost of an 
article is 10 cents, but it is not so easy to understand that intangible 
items might increase the cost by another 10 cents or more.. 


OTHER TOPICS COVERED 


We have covered such items as group and compensation insur- 
ance, the operations of our mutual benefit association (non-company 
operated), exports, new equipment and its effect on wages as well as 
on the quality of products. We frequently discuss the tax burden of 
business; and when certain laws are proposed, such as the suggested 
30-hour week and the wage-hour law, we outline the company’s posi- 
tion. 

One Bulletin was devoted to a story about the Old Guard. This 
is a purely informal organization of those with the company 15 years 
or longer. As employees come into the group, they are recognized 
and receive a week’s vacation with pay. 

In short, our belief is that we should supply accurate information 
about costs, selling prices, burden, profits and losses, company finances, 
and other factors which will be helpful and interesting. One page 
of each Bulletin is given over to personal items, some with a touch 
of levity, and all furnished by employees; and there is always a half- 
tone of the next oldest employee in term of service. 

Incidentally, 18 per cent of our employees have been with us 
from 20 to over 40 years, and 72 per cent upwards of five years. We 
believe them to be loyal and cooperative. ‘They offer many sug- 
gestions, all of which are considered carefully by a committee and 
all of which are formally acknowledged and reported on. 

Robert H. Fetridge, writing recently in the New York Times, 
has this to say: “Cordial relationship between the boss and the worker 
may seem a foreign subject for thought these days in the avenues of 
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money and securities, but really it is a closely allied one, being the 
bridge that serves to assist efficient production and, in turn, better 
earnings.” 

* * * 


The following quotations from past issues of the Bulletin (March 
1, 1937, June, 1938, and February 1, 1937) probably can give a better 
notion of its content and tone than any mere description: 


1936 RESULT 


You will, of course, be interested to know the result of the year’s combined 
efforts. We did a little better than in 1935, but not enough better to enable us 
to pay a full year’s dividend on Preferred Stock, after providing for greatly increased 
Federal taxes and after the payment of the end of the year bonus to all but the 
officers. 

Sales in 1935 included the large government order and were $1,331,938. Last 
year without such a help the sales reached $1,317,186, so there was a substantial 
increase im trade orders, and this encourages us to believe that 1937 will be a still 
better year. 

Net profits were $41,601.22, but from this must be deducted, as we figure it, 
$8,137.00 for Federal Tax, including the Federal Capital Stock tax paid earlier in 
the year. This tax on what remains after paying part of current Preferred dividends 
takes up 35% of what remains. Think of it! It will be paid out of the $9,300.00 
set up for the purpose, and it might be added that our bank balance will be reduced 
by just so much. 

And while we are on this tax matter, let’s see what we paid the state, the county 
and the city in 1936. 


ge $2,069.99 
Unemployment Insurance ................+- 4,295.91 
DONE WONESO SOE oo ik ccnviscewrcessiveccvese 218.13 
a ao grap Gc‘ hiee cai are: wes evant aee ats 215.46 
Commty Tax ...+.. iat apeierslanel recat nica laumcnedclne 1,776.81 
MU NE, cS ircwcremrewits scceadc taleneccsireewees 6,972.50 


And all this besides the Federal tax. 

All except the Federal tax (the items being paid through the year) become a 
charge against Expenses, but the Federal Tax on profits, because the amount is not 
known until after the first of each year, is not treated as an item of Expense but 
as a deduction from Surplus. 

The following figures will tell the story as of the end of the year: 


Pe ee I oo .6:c:0ds4:0 Sees mee teie SERS OR EARS ENR Saree $ 51,297.78 
ee I SE oo cnc cc cee necsenebwee se eeee cer et nacnnesnomees 161,801.09 
And we had raw and finished materials which cost ...............-02.06- 336,346.72 
Making what are called Current or Quick Assets total .................4. 549,445.59 
Land, Buildings and all Equipment called Fixed Assets are valued at .. 894,394.59 
NP NIE IDE occ 2-075 Binltg: Gav occ 0 oF Sn Geo eh or ea Wal dg eia avery AWEGIE RO eOIeAtee bere 16,156.91 
PI, ere ee 05 0 isle on Rc ial e A OO eaw ore MUS oe Ghai ewan $1,459,997.09 
On the other hand— 

We GWE TOF MIRSCFINIA PUTCUMNOE, COC. oooiecc ccc dccscccccccsneccccccssves $ 23,854.40 
And there are mortgages on buildings (after paying $12,060.00) ......... 24,500.00 
48,354.40 

We have been able to set aside over the years as a reserve 
II fh: 5.3 cinlerg cick wiih oc aN PE REGIE Aid-K1p ts Re ease 398,659.74 
And we set aside out of the year’s profits for Federal taxes ............. 9,300.00 
eT rr ee 55.69 


NN Oh CI sepa ao cracares asics wre ncananseisoratan, bia SLs Whi we wale aerate mod ere we reel 456,369.83 
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Outstanding Preferred Stock amounts tO ...........eeeeees $541,700.00 

And the Common. Stock AMOunts to ....ccccscccsccccceccoss 300,000.00 

Be ee er rr ee i 161,927.26 

Weatcinna the: Gemital at FIG CE Wie onan ici66ok6nb0c8e 00 wes seeeeseene 1,003,627.26 
UNE, micnba owns eee whee WETS HE DRA ET REE Cie eee saree $1,459,997.09 


In view of the fact that we explained Surplus—what it is and where it is—in 
the May Ist Bulletin, and the need for and the use of cash in the May 15th Bulletin, 
there is no need to go into explanatory details. If further information is wanted, 
come to any of us. . 

We might say that we had a little more invested in materials than a year ago, 
for, with prices of materials climbing, we thought it best to stock up a little. And 
after setting aside a Reserve for Federal Taxes, Surplus has increased a little, and 
speaking of Surplus we must, as quickly as possible, restore it to what it was before 
the slump, for, as was said in May, “Without our Surplus we could not have oper- 
ated as we have during the past few years.” * 

So let’s put all we have into our jobs this year. We will all profit from it. 


Charles Vallone, E. J. Barcalo, 
Vice-President President 





HOW’S BUSINESS? 


Ever since last fall we have been hoping for an upturn, but it has not occurred. 
In fact; as orders come in (or don’t come in!) in May, we fear the worst so far as 
this season is concerned, for May is usually one of our best months. 

Figures are not necessary to tell us that business is off, work opportunities bad, 
and profits impossible, but it is well to know and to understand the facts, so we are 
recording here just how much business is off or, rather, how it compares with 1937, 
the first half of which year rated as really good. 

The facts about business as they are reported in the newspapers and trade 
periodicals are stated in percentages of 1937, so we shall similarly report our ex- 
perience: 

Orders, in dollar volume, compared with May 26, 1937: 


ME «sie roiace Ge iecwresalarenrarecoieaieaare axe nities wisiaeews 62% 
PEED, foinesiea tive ovine vinsniaws sea eeare 75% 
NN  kacscn wt heree ieee Naan ee eR 70% 
Shipments, in dollar volume, compared with May 26, 1937: 
NS | Sarde ve ce pee cwiwemsaroet see enenees 69% 
RE 5,5 caia ence Gag sin.6 a ences rpm eeieeer 68% 
I ieee gNeR TS OSNI OD LATE REET 68% 


You will notice that Tool shipments are a little greater than Tool orders. This 
comes from shipments being down a little a year ago and there was some accumula- 
tion of orders at the end of the year. The reverse is true of “all others” and some 
glider orders are being held for shipping instructions. 

Detailed figures for the month of May are not yet tabulated, but here follows 
information covering orders, in pieces, of the various lines for four months ending 
April 30: 


ER eee eran A ener een te See Ze I PRR 132.0% 
II ae ern nee 66.7% 
ROE ree 84.6% 
COUCHES 2.6.5. ele fallen audvateesle Satay eee eb eRsiens 43.2% 
MEE | ew oieinacs os aoe racers easteiare ee ate 71.6% 
NS DE 6k ia eS case RASA 78.8% 


ED > 5 Siw oe ceeh eee Oe ROO 60.8% 
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It will be seen first that orders for Metal Beds are well above a year ago. 
This is because of a decision to drop Metal Beds from the line, at least for a time, 
and we have had an opportunity to close them out in two or three substantial lots. 


It will also be seen that the showing in pieces in all but Tools is better than 
in dollars. This is accounted for by the fact that, generally speaking, in most of 
the lines, the cheaper items sell best, but particularly by the fact that severe com- 
petition for business has reduced prices. 


Tool pieces are below Tool orders and shipments in dollars because it just 
happens that the newer and higher-priced items sell a little better, and sets of tools 
consisting of five or six pieces are reported as one piece. 


Reduced prices with no commensurate reduction in costs pull down the total 
gross margin, and because expenses cannot be reduced in harmony with reduced 
sales, the gross margin is wiped out. We refer you to the March Bulletin, in which 
what we call Burden is explained in detail. 


The Sales Department is making every effort to get orders. In fact, Sales Ex- 
penses have been quite materially increased with the hope of getting more business. 


Now, to show how hours of factory employment compare with a year ago, we 
have taken the figures for the month of February: 


I~. |; ruling time gia tealeacne oumereaior 60.0% of 1937 
me sa lala dl eave alec Geil Gr wera aielenehery 52.6% of 1927 


ORCC Cec ceereeceeeooceseee 59.1% of 1937 


All of the above figures are given to show the facts, for facts are what Man- 
agement must deal with and all must be interested in them. They are not given 
to make anyone feel discouraged. In fact, Management is NOT discouraged. When 
we see a steel mill with but 21% of last year’s business we feel pretty good, and 
we may get some encouragement from the fact that in most years our fall business 
is nearly 10% ahead of our spring business. 


Edward J. Barcalo, President 


Charles Vallone, Nelson M. Graves, 
Vice-President Vice-President 





THE THIRTY-HOUR WEEK 


Much has been said and much written about the 30-hour week. It may come 
some day, but if it comes or if anything short of the 40-hour business week comes, 
let it come as the shorter hours have come over the years. As someone has said, 
“Let it come by degrees and not by decrees.” In 1899 those employed in factories 
worked an average of about 58 hours per week, and in 1929 the average was 48 
hours per week, and now but a few operate in excess of 40 hours. It is estimated 
that since 1899 wage rates are up approximately 200%, and we are all better off. 
than we were in 1899 and we want to do still better. 


The change for the better which has taken place over the years is not the 
result of legislation, and it didn’t come overnight. The introduction of machinery 
had something to do with the change and so did refinements in methods, and if any- 
thing less than the 40-hour week does come, let us hope that it will come gradually 
so that sales will not be interfered with, for it is through sales and orders that em- 
ployment results, and if increased cost to the consumer takes place, it will mean 
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less buying. It is just plain common sense that the more an article costs, the less 
the chance for its sale. 


Let’s use a few figures and see what the result is, but before we apply these 
figures to some article that we produce, let’s think back. What we know as steel 
comes out of the ground in the form of ore. It probably is not possible for a group 
of men to take as much ore out of the ground in 30 hours as they do.now in 40 
hours. And so it goes, in loading the ore on the boats and taking it off the boats 
and putting it through the various operations until it comes to us in the form of steel, 
ready for use. Mind you, if there is a boost in the labor cost of one-third in any 
one of these operations, there is the same relative boost in all of them, and you 
know what compounding means. So when we come to apply the change from 40 to 
30 hours to one of our tools, have in mind that the steel we use has gone through 
these various operations, the cost of each one increasing one-third so far as labor 
cost is concerned. 


Now take a tool and assume that in 40 hours a man turns out 300 pieces and 
receives $30.00. This makes the direct labor cost of the article produced 10¢. Now 
suppose that we are obliged to change over tomorrow to 30 hours and that the oper- 
ator receives the same $30.00. In the 30-hour period he can, of course, turn out 
only three-fourths of the 300 pieces, or 225 pieces, making the labor cost of each 
134¢, and this, of course, has only to do with the direct labor. Almost as much is 
spent for indirect labor or burden, as we call it. 


Now it is not to be inferred that because one of these operations carries a 
labor increase of one-third that the retail price of all articles will jump a full one- 
third. They will not, for such items as rent, taxes, advertising, interest, etc., will 
not necessarily increase, but there will be a very material increase, and the effect 
on the consumer’s pocketbook might be illustrated in this way: 


Suppose the operator above referred to had saved $25.00 with which to buy one 
of our mattresses. When he reaches the store, he finds that the price has jumped 
to $30.00. There is one of several things he can do. He can postpone the purchase, 
which deprives one of our workers of labor and his wages. He can buy a cheaper 
one, which will not last as long or be as comfortable, and because cheaper, there 
is less labor and wages involved in replacing the item in the store. He can go in 
debt to the extent of $5.00, and until that debt is paid he deprives someone else of 
the wages involved in the expenditure of $5.00 for something else. 


There is no question but that the change from 40 to 30 hours would still further 
urge the introduction of labor-saving machinery. This would practically be forced 
on industry. Sometimes the bringing into a plant more labor-saving equipment re- 
sults in the loss of jobs, but in the end it brings greater employment because lowered 
costs bring lower selling prices, more orders and more employment. 


When under NRA the change was made from 48 or 50 hours to 40 hours, it 
was expected that employment would increase 20% or 25%, but it just didn’t. Be- 
cause of the increase in cost due to the change in hours, industry has pulled through 
with as few additions as possible, and employment statistics show that there was no 
such increase as planned. 


It is desirable to have a goal and that goal a reduction in the cost of things, 
and through this reduction an increased wage rate so that the average person will 
have more with which to buy, and can buy more because the money will go so much 
further. This is the plan advocated by economists and by other thoughtful persons. 














80 “SPERMS ON NE Ls 


Forget the 30-hour week but gradually lessen the hours through lowering costs..by 
joint effort. Let the change come about as resulting conditions warrant and. just 
as industry has gone from 60 hours to 40 hours, with everyone better off than in 
the early days. To do this we must work together. 


Since preparing the above, the: Brookings Institution, independent and nation- 
ally known organization for research in the social sciences, makes this statement, 
among others, as bearing on the essential requirements for a consistent promotion 
of further recovery: 


“The maintenance, in general, of prevailing hours of labor is the only means 
of meeting the production requirements involved in restoring, during the next few 
years, the standards of living of the laboring masses and promoting the economic 
advancement of the nation as a whole.” 

CHARLES VALLONE, E. J. BarcaLo, 

Vice-President President 








STATEMENT OF THE OWNERSHIP, MANAGEMENT, CIRCULATION, ETC., 
akon a 1sen THE ACTS OF CONGRESS OF AUGUST 24, 1912, AND 


Of PERSONNEL, published quarterly at New York, N. Y., for October 1, 1939. 
State of New York ) ss 
County of New York ) ‘ 


Before me, a Notary Public in and for the State and county aforesaid, person- 
ally appeared James O. Rice, who, having been duly sworn according to law, deposes 
and says that he is the Editor of PERSONNEL and that the following is, to the best 
of his knowledge and belief, a true statement of the ownership, management (and 
if a daily paper, the circulation), etc., of the aforesaid publication for the date 
shown in the above caption, required by the Act of August 24, 1912, as amended by 
the Act of March 3, 1933, embodied in section 537, Postal Laws and Regulations, 
printed on the reverse of this form, to wit: 


1. That the names and addresses of the publisher, editor, managing editor, and 
business managers are: Publisher, American Management Association, Inc., 330 West 
42nd Street, New York, N. Y.; Editor, James O. Rice, 330 West 42nd Street, New 
York, N. Y.; Managing Editor, None; Business Manager, Alvin E. Dodd, 330 West 
42nd Street, New York, N. Y.- 


2. That the owner is: (If owned by a corporation, its name and address. must 
be stated and also immediately thereunder the names and addresses of stockholders 
owning or holding one per cent or more of total amount of stock. If not owned 
by a corporation, the names and addresses of the individual owners must be given, 
If owned by a firm, company, or other unincorporated concern, its name and ad- 
dress, as well as those of each individual member, must be given.) American Man- 
agement Association, 330 West 42nd Street, New York, N. Y.; Alvin E. Dodd, Presi- 
dent, 330 West 42nd Street, New York, N. Y.; James L. Madden, Treasurer, 1 Madi- 
son Avenue, New York, N. Y. 


3. That the known bondholders, mortgagees, and other security holders owning 
or holding 1 per cent or more of total amount of bonds, mortgages or other se- 
curities are: (If there are none, so state.) None. 


4. That the two paragraphs next above, giving the names of the owners, stock- 
holders, and security holders, if any, contain not only the list of stockholders and 
security holders as they appear upon the books of the company but also, in cases 
where the stockholder or security holder appears upon the books of the company 
as trustee or in any other fiduciary relation, the name of the person or corpora- 
tion for whom such trustee is acting, is given; also that the said two paragraphs 
contain statements embracing affiant’s full knowledge and belief as to the circum- 
stances and conditions under which stockholders and security holders who do not 
appear upon the books of the company as trustees, hold stock and securities in a 
capacity other than that of a bona fide owner; and this affiant has no reason to 
believe that any cther person, association, or corporation has any interest direct or 
indirect in the said stock, bonds, or other securities than as so stated by him. 


JAMES O. RICE, Editor. 
Sworn to and subscribed before me this 26th day of September, 1939. 


(Seal) IRMA MULLER, Notary Public. 
(My commission expires March 30, 1940.) 
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